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EX PARTE OR LATE FILED

November 19, 1998

Ms. Magalie R. Salas
Secretary
Federal Communications Commission
1919 M Street, NW Room 222
Washington, DC 20554

GTE Service Corporation

1850 M Street. N.W Suite 1200
Washington DC 20036-5801
202 463-5290
202 463-5239 - fax
e-mail: aciamporcerolo'dccff,cP qte cerYl

HECEMVED

NOV 191998

Ex Parte: Universal Service - CC Docket 96-45,1'orward Looking Mechanism for High
Cost Support for Rural LECs - CC Docket 97-160

Dear Ms. Salas:

On Tuesday, November 17, representatives from GTE met separately with Kevin Martin
of Commissioner Furchgott-Roth's office and William Rogerson, Chief Economist, Office
of Plans and Policy to discuss issues referred to the Federal/State Joint Board, USTA's
proposal for universal service support for non-rural LECs, and customer impacts of
USTA's plan.

On Wednesday, November 18, representatives from GTE also met with Rich Lerner,
Tamara Preiss, Belinda Nixon and Aaron Goldschmidt of the Common Carrier Bureau
and Jim Schlicting to discuss the same topics.

Sincerely,

Attachments
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A part of GTE Corporation



Federal Universal Service Funding And Surcharge Requirements

Universal Service Component Funding Requirement Requisite Surcharge Based Requisite Surcharge Based Flat Fee Per Line Flat Fee Per Telephone Number
On Total Retail Revenues On Interstate Retail Revenues

USTA Plan" $ 4,300,000,000 2.15% 5.66% $ 2.00 $ 1.55
Schools & Libraries $ 1,300,000,000 0.65% 171% $ 061 $ 047
Rural Health Care $ 100,000,000 0.05% 0.13% $ 005 $ 004
High Cost Support - HCF $ 857,774,080 043% 1.13% $ 040 $ 031
High Cost Support· LT5 $ 469,290,120 023% 062% $ 022 $ 017
High Cost Support· OEM $ 395.735,800 0.20% 0.52% $ 0.18 $ 0.14
Low Income Support $ 463,200,000 0.23% 061% $ 0.22 $ 017

Total" $ 7,086,000,000 3.54% 932% $ 330 $ 255

" Includes interstate access rePlacemen~ponentof USTA plan. This analysis does not include any increase In high cost funding provided to slates

" Net Of $800 M Contribut~ included i I iTA funding requirement

~ ~ IIw <:r.l !o .-l t!s
W :> ~

a: ~ 1';

GTE Regulalory Policy



CCL And PICC Revenues Support Higher Cost Areas~
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* Chart shows current level of monthly interstate common line recovery per line for GTE and Contel of Texas. Distribution of costs
based on wire center output from BCPM 3.1. Costs truncated at $30 per line per month.
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* Chart shows current level of monthly interstate common line recovery per line for GTE and Contel of Texas. Distribution of costs
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CCL And PICC Revenues Support Higher Cost Areas~
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CCL And PICC Revenues Support Higher Cost Areas (![i3
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Residential Net Customer Bil/lmpact By Household Income ffiI§)
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$0.00 L... then $10,000 ! $10,000· $Z',"' I $311,000' $5..... i
IAverage Local &Long Distance Sill Sefore Access Reduction And Surcharge $43.86 $50.24 I $57.01 .

Average Local &Long Distance Sill After Access Reduction And Surcharge $43.74 $49.93 I $56.52
Netimpact • $0.12 $0.31 $0.49

* Analysis based on 1998 PNR Bill Harvest data. Customer benefits reflect elimination of the PICC and a CCl reduction of 1.1 cents per
interstate toll minute. This portion of USTA's plan would be funded by a $1.09 surcharge per residential telephone number and $2.19 per
business telephone number, where residential telephone numbers represent apx. 60% of total telephone numbers (based on relative access
lines in SaCC). Any increase in high-cost funding to states would produce additional reductions in state rates that are not reflected here.



Residential Net Customer Bil/lmpact By Household Income~
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Average Local & Long Distance Bill Before Access Reduction And Surcharge $43.86 $50.24' $57.01 $65.86 $55.78
Average Local & Long Distance Bill After Access Reduction And Surcharge $44.32 $50.51 $57.10 $65.60 $55.88

Net Impact I!lI -$0.46 -$0.27 ·$0.09 50.26 -50.10

* Analysis based on 1998 PNR Bill Harvest data. Customer benefits reflect elimination of the PICC and a CCl reduction of 1.1 cents
per interstate toll minute. This portion of USTA's plan would be funded by a $1.67 surcharge per residential local loop and $3.34 per
business local loop, assuming conservatively that residential lines represent 80% of total lines. Any increase in high-cost funding to
states would produce additional reductions in state rates that are not reflected here.



Residential Net Customer Bil/lmpact By Household Income em
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* Analysis based on 1998 PNR Bill Harvest data. Customer benefits reflect elimination of the PICC and a CCl reduction of 1.1 cents per
interstate toll minute. This portion of USTA's plan would be funded by a $1.42 surcharge per residential local loop and a $2.84 surcharge
per business local loop, assuming that residential lines represent apx. 60% of total switched and special access lines (SacC). Any
increase in high-cost funding to states would produce additional reductions in state rates that are not reflected here.



Residential Net Customer Bil/lmpact By Household Income CEii3
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Average Local &Long Distance Bill After Access Reduction And Surcharge' $43.94 $50.13 $56.72 $65.22 $55.50

Net Impact.. -$0.08 $0.11 $0.29 $0.64 $0.28

* Analysis based on 1998 PNR Bill Harvest data. Customer benefits reflect elimination of the PICC and a CCl reduction of 1.1 cents per
interstate toll minute. This portion of USTA's plan would be funded by a $1.29 surcharge per residential telephone number and $2.58 per
business telephone number, where residential telephone numbers conservatively are assumed to represent 80% of total telephone
numbers. Any increase in high-cost funding to states would produce additional reductions in state rates that are not reflected here.



The Universal Service Challenge

I)Cl1l1is Weller

Chief EconOl11ist

GTE

NARUC
7 N()VClllbcr1998



The Universal Service Challenge

• WI1,lt'S tIle Problelll?

• WI1,lt's tIle SOllltioll?
- usrrA Prl)110sal for NOl1rllral Areas

• Wilat's tIle E-ffect 011 ConSllll1ers?

• I-low Will Bellcfits Be Passed T11fOllgh?



What's The Probleln?

• We I-lave a l~lI11(ling Mecllal1isll1 Today
Most support is iIII pI icit

• J\ portioll COll1CS f14 0111 interstate access
-- $5.9 Bill ion per year

-- 'rhe rest ~onles (1'0111 state rates for access, toll, vertical
serv i~es, business

• The C:urrcnt SUl)IJort Is Un-fair and Inefficient
• Not ~onsistellt \vith Act

• lJnslistainable

• Preclnpts residence local C0t11pctition

• Why should states care about it11plicit~ support?



GTE's lJrJiversal Service Support By Service CErn
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What's The Solution?

• l)r()vlclc 1~~Xl)l iell., (/~()nlpclitivclyNclltr(ll r~lln(iing

• lJS'I';\ I)r()l,()sal

1,'01' I('cdcr~d 1l1cch~1llislll

1·'01' NOll-rural ~lrcas

• 'I'\V() (~()1111)()ncnls:

I{cplacc illlplicil support generated by interstate access

tod~\y

Provide I'ullding -- \vhere needed --lo replace inlplicit
sllpport gCllcr:ltcd hy stale rates today



USTA Proposal: Interstate
Access COlnponent

• W()l11c\ clill1illLltc illtcrstatc CCL allC} PICC
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usrrA Proposal: State High Cost
C0l11pOnent

• !\clcl iti()llal 1~~cclcr(11 F~'lI11dillg I~or St,ltcs

vVhere Needed t() Assure Aff()r(lal11c,
( \Hl1parablc I{.atcs

• St(ltes I-lave I~CSI)()11Sibilityto A<.idress
I)rc)l1}clll

• F'c(.Ieral l~llll(lillg clt Least At Cllrrcllt Level
- J\ b()II t $25() III i II i()n t(){iay

/\ 11 Y i Il ere(l SCS l () () ('Isetcurrc11 t i III )11 icit SII )) )1() r t



Funding ForUSTA Proposal

• Surcharl-!,c On Retail Rcvenues of All Carriers --
L- .

Statc ~\11 c\ Intcrstatc

I·'air, neutr~d

Provides largest possible basc

I'Ji,nin~llcs need to idcntify traffic, opportunity for

ll1isrcporting

Surchargc For Interstate Component 2.15%
• I~cplaccs 11" ·:l: contribution to existing funds -

recovcred in ~leccss today (about $800 ll1illion of the

t4.31\illion)



What Is the Effect on Consulllers?

• /\n~llysis ()r US'I'A l)r()11()sal
I~ ~1sed ( )11 San1p1~ () (' (: usto III er 13 i11 s

I)oes Not !\n,lIyl',c Increase in State COll1pollellt

• 1·:l11111I1atc IX(: PIce Pass-through

• 1~ cd 11 cc Intcrstatc 1ong dista 11eel .1 ce11tsl1111 11

• I\pply 2.15(X) surcharge

• I~Csi(JC11CC WirclillC CllStolllcrS bCIlcflt

At ~11' InC()111C levcls

/\t ~lll V()IUI11C lcycls
• l~: ven cllstotnCrs \vho 1l1ake 110 to 11 calls



Net Customer Bill Savings By Household Income em
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r\lc:i" (;lJsi"oll'Jer Billllnpact By Household Income CEii3
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!\let Customer Bil/lmpact By Household Income ~
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13cnefits of USTA Plan
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I~I ow Will Benefits Be Passed
l'hrough?
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